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IBRD Bond Issue in Switzerland 


On November 19, the International Bank for Re- 


construction and Develop~ent announced that on 


leading Swiss banks 
would offer publicly at par Sw F 50,000,000 (approxi- 
mately US$11,600,000) of 34% per cent 20-year sinking 
fund bonds of the IBRD. This is the sixth public issue 
of the Bank in Swiss francs. The Union Bank of Switzer- 
land, Crédit Suisse, and the Swiss Bank Corporation are 


heading the underwriting group as they did in previous 
offerings. 


November 25 a syndicate 


The issue offered will be known as the 314 Per Cent 
Swiss Franc Bonds of 1955. Interest will be payable 
annually on January 1, with the first payment due on 
January 1, 1957. The bonds will be repaid at par in ten 
installments of Sw F 4,000,000 on January 1 in each of 
the years 1965 through 1974; and two installments of 
Sw F 5,000,000 will be repaid on January 1, 1975, and 
January 1, 1976. 


On and after January 1, 1965, the World Bank may 
redeem at par all or part of the issue on any interest 
payment date on 45 days’ notice in case of partial re- 


South African Bond 


Dillon, Read & Co. Inc., as representatives for an invest- 
ment banking group, and the World Bank entered into 
agreements on November 28 with the Union of South 
Africa whereby the Union is borrowing a total equivalent 
to $50.2 million. The transaction consists of $25 million 
External Loan Bonds of December 1, 1955, to be offered 
to the public by the investment banking group, and a 
World Bank loan of £9 million (equivalent to $25.2 mil- 
lion). The bond issue will be the first public offering of 
the Union of South Africa in the United States. 

The proceeds of the bond issue and the World Bank 
loan will help finance the cost of the current expansion 
program being carried out by the South African Railways 
and Harbours Administration. Improved and expanded 
transport, particularly rail transport, is essential to meet 
the demands of the Union’s growing economy. 

The bonds consist of $3 million of Three-Year 37% 
Per Cent Bonds due December 1, 1958, priced at 100; 
$3 million of Four-Year 4 Per Cent Bonds due Decem 


demption and three months’ notice for total redemption. 
The issue will be listed on the stock exchanges of Ziirich, 
Basle, Geneva, Berne, and Lausanne. 

This is the thirteenth issue of bonds offered publicly 
by the Bank for currencies other than U.S. dollars. In 
addition, the Bank placed two issues privately in Switzer- 
land. The principal amount of these sales including the 
current Swiss franc issue is equivalent to about $180 
million. 

Including the new Swiss issue, the total of World Bank 
bonds outstanding in currencies other than U.S. dollars 
is equivalent to approximately $156 million; the equiv- 
alent of $10 million in Swiss franc bonds and of $13.6 
million in Canadian dollar bonds has been repaid. 

The Bank also has nine U.S. dollar issues outstanding 
in an amount of $705 million; the new Swiss franc issue 
therefore brings the value of all outstanding bonds up to 
about $861 million. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C.., 
November 19, 1955. 


Issue and IBRD Loan 


ber 1, 1959, priced at 100; $2 million of Five-Year 444 
Per Cent Bonds due December 1, 1960, priced at 100; 
and $17 million of Ten-Year 444 Per Cent Bonds due 
December 1, 1965, priced at 98%. They will not be 
redeemable, except ir. connection with the sinking fund 
for the ten-year bonds. The Union of South Africa will 
make semiannual sinking fund payments (or will sur- 


render bonds at their principal amount) sufficient to 
redeem on each June 1 and December 1, commencing 


June 1, 1958, $1,062,000 principal amount of the ten-year 
bonds. Cash received for the sinking fund is to be ap- 
plied to the redemption, by lot, of such bonds at 100 per 
cent plus accrued interest. 

At the option of the holder, any payment of interest 
or principal on the bonds may, if unrestricted Swiss 
francs are available, be collected in Switzerland in Swiss 
francs at the fixed rate of Sw F 4.30 per U.S. dollar. 

The £9 million World Bank loan is for ten years and 


bears interest of 4'% per cent including the | per cent 





statutory commission charged by the Bank. Amortization 
will begin on July 1, 1958. The United Kingdom has 
released the sterling for this loan from its capital sub- 
scription to the Bank. 


The World Bank has now made five loans, totaling 
the equivalent of $135 million, to the Union of South 
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Africa. In addition to two loans totaling $50 million for 
railway expansion, it made two loans of $30 million each 
for the development of electric power. 


Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D. C., 
November 28, 1955. 





Europe 


U.K. Bank Advances 


Total advances of the Jondon clearing banks fell by 
£51 million, to £1,914 million, in the four weeks ended 
November 16. This brings to about £270 million the 
total decrease since the end of June, but a substantial 
part of this decrease must be attributed to the repay- 
ment of advances by nationalized industries out of recent 
capital issues. Gas and Electricity issues have so far 
brought in £220 million, of which about £80 million 
was probably needed to finance capital development 
operations; this would leave £140 million for repayment 
of bank advances and would mean that the decline in 
bank lending to other customers over the past five months 
was of the order of £130 million. If the banks are to 
achieve the aim they are believed to have set themselves, 
of reducing advances other than those to nationalized 
industries by one tenth in the second half of 1955, a 
further cut of about £80 million by the end of December 
would be necessary. 

Sources: The Financial Times, London, England, Novem- 
ber 24 and 25, 1955. 


Paris Gold Market 


Prices in the Paris gold market remained stable during 
the first eight months of 1955 at a level which, within 
5 or 6 frances per gram, was about 1.5 per cent below the 
lowest quotation of the previous year. Political develop- 
ments in Morocco and Algeria, however, led to consider- 
able capital flight to France, and in the three weeks ended 
October 7 the prices of fine gold and coins rose by 7 
per cent or more. There was subsequently some decline 
in these prices which, however, on November 4 were still 
above the prices quoted in the first half of September. 
Sources: Zeitschrift fiir das gesamte Kreditwesen, Frank- 

furt am Main, Germany, November 1, 1955; 
Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 5, 1955. 


Delta Plan in the Netherlands 


Acting on the recommendations of a committee which 
was appointed after the floods of February 1953, the 
Netherlands Government recently introduced in the sec- 
ond Chamber of Parliament a draft bill concerning the 
so-called Delta Plan to shut off the sea arms in the south- 
western provinces of Zeeland and South Holland, strength- 


en the dikes and other flood defenses along the wi.cle of 
the western coast, and strengthen the dikes on the banks 
of the River Scheldt. It is estimated that it will take 25 
years to complete the plan and that the total expenditure 
will be f. 2,400 million (US$632 million). The Nether- 
lands Government is consulting the Belgian Government 
about the scheme. 


Sources: The Times, London, England, November 18, 
1955; Het Financieele Dagblad, Amsterdam, 
Netherlands, November 19, 1955: 


Swiss Gold Coins 


The decision to permit gold coins to circulate again 
was taken by the Swiss Federal Department of Finance 
in 1954. However, the face value of the old coins no 
longer corresponds to their intrinsic value, and the Fed- 
eral Court has declared them to be merchandise and not 
coins. As new gold pieces therefore had to be struck, the 
Government announced on November 18 that in future, 
instead of the Vreneli, or 20-franc piece, only two kinds 
of gold coin, of a nominal value of 25 Swiss francs and 
50 Swiss francs, will be minted. A maximum issue of 
5 million 25-franc pieces and 244 million 50-franc pieces 
is envisaged, the gold value of the new coins being about 
the same as their nominal value. The design of these 
coins has been approved, but it is not yet known when 
or how many of the new coins will be offered to the public, 
Sources: Swiss Bank Corporation, Bulletin, No. 48, Basle, 

Switzerland, October 1955; New York Herald 
Tribune, Paris, France, November 19, 1955. 


Agricultural Prices in Sweden and Finland 


The results of negotiations in Sweden concerning com- 
pensation for the smaller harvest (see this News Survey, 
Vol. VIII, p. 90) have been announced. Sweden will cover 
SKr 239 million of the loss in farm income by price 
increases on butter, cheese, milk and cream, eggs, pota- 
toes, and pork and other meat. The price of butter will 
be raised without a simultaneous adjustment of the mar- 
garine price. These increases are expected to result in a 
1 per cent increase in consumer prices. The remainder 
of the compensation of SKr 340 million that is to be paid 
to the farmers will be made through subsidies, most of 
which will be paid to farmers particularly affected by 
the drought. 

Under a bill concerning compensation to the farmers, 
which has been. introduced by the Finnish Government, 
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the price to the producer for all milk delivered before 
June 1956 will be increased by 3 markkas per liter. The 
total cost is estimated at Fmk 2.6 billion, to be covered 
by the government budget. The price of fodder will be 
lowered by a total of Fmk 750 million until the end of 
1956, the amount to be taken from the Price Equalization 
Fund. 

Source: Svenska Dagbladet, Stockholm, Sweden, Novem- 

ber 11, 1955. 


Finnish-Swiss Payments Agreement 


A new payments agreement has been signed by Switzer- 
land and Finland, replacing the agreement of Septem- 
ber 28, 1940. Finland had given notice that it would 
terminate that agreement, since it wished to make multi- 
lateral payments arrangements for settlement of the lib- 
eralized portion of its imports (see this News Survey, 
Vol. VII, p. 399). For the period from October 1, 1955 
to September 30, 1956, Finland will have the right to use 
up to 20 per cent of its net receipts under the bilateral 
payments arrangement with Switzerland for settlement 
with EPU countries, and to use the same proportion of 
receipts from other EPU countries for payments to 
Switzerland. Since Finland is not a member of EPU, 
this system of partial multilateral settlements, which has 
already been agreed upon in Finland’s payments arrange- 
ments with most EPU countries, affords a means of ad- 
justing the payments regulations to the requirements 
resulting from import liberalization. The new agreement 
also provides for decentralization of the payments ar- 
rangements to the extent that—apart from the Swiss 
franc account of the Bank of Finland at the National Bank 
of Switzerland—authorized Finnish banks may now hold 
Swiss franc accounts at authorized Swiss banks. The list 
of permissible transfers has also been widened. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 29, 1955. 


Greek Economic Developments 

Prices in Greece this year failed to show the seasonal 
decline usual in the spring and early summer; instead, 
they rose moderately but steadily. Between March and 
October wholesale prices in the Athens-Piraeus area rose 
by 6.6 per cent, the cost of living in Athens by 3.8 per cent 
(both as measured by the Bank of Greece indices), and 
retail prices in Athens (as measured by the Oikonomikos 
Tahidromos index) by 5 per cent. The upward movement 
seems to reflect both higher costs of production and 
imports and an increase in effective demand. New taxes 
(including higher customs duties) were imposed last 
spring on a number of commodities with heavy incidence 
on the general price level. Wages and salaries have been 
increased, the latest adjustment having been made in the 
first half of 1955. The note circulation increased by 666 
million drachmas, or 17.6 per cent, in the period from 
April 1 to, October 31, From April 1 to September 30, 


183 


the Government’s overdrafts on all its ordinary accounts 
with the Bank of Greece (including the Special Advances 
Account and Supplies Account) ivicreased by 953.1 mil- 
lion drachmas, or 20 per cent. Credit to the private sector 
financed by central bank funds increased between the end 
of March and October 31 by 586 million drachmas, or 
12.7 per cent, on account of increased credits to the 
tobacco trade. Over-all bank credit (financed by the Bank 
of Greece and own resources of commercial banks) in- 
creased from April 1 to September 30 by 880 million 
drachmas, or 11.2 per cent. 

In order to stabilize prices or reverse their upward 
movement, the Government has recently lowered the price 
of bread; it is reported that this was made possible by a 
reduced use of domestic wheat, which, because of price 
support policies, is more expensive than imported wheat. 
The 1955 wheat harvest was smaller than had been ex- 
pected. At the same time, customs duties and other taxes 
on certain basic foodstuffs have been abolished totally 
or in part for the period from November 4, 1955 to 
October 31, 1956. These measures already appear to have 
had some effect on prices. 


Imports declined immediately after the modifications, 
introduced in February, in the procedures relating to 
imports against supplier credit, to the timing of exchange 
settlement and clearance of imports, and to import credits 
(see this News Survey, Vol. VII, p. 263). These measures 
were designed to act as a kind of substitute for the quanti- 
tative import restrictions which were virtually abolished in 
1953. However, imports have tended to rise again in recent 
months, and preliminary statistics indicate that in October 
approvals for imports surpassed pre-February levels. On 
a payments basis, the external accounts position in the 
period from July to October appears to have been con- 
siderably better than in the same period of 1954. Ex- 
change earnings from both visible and invisible sources 
are tentatively estimated to have increased by more than 
20 per cent, while payments for imports rose by nearly 
10 per cent. The deficit for 1955-56 (July 1955 to June 
1956) is not expected to surpass substantially that of the 
previous year (some $56 million) ; and U.S. aid (includ- 
ing carry-overs from previous years, and special aid for 
earthquake-stricken areas) available for 1955-56 is re- 
ported at some $50 million, an amount not substantially 
below the amount of aid actually utilized in 1954-55. 

Despite a sharp decline in certain branches, notably 
the textile and metallurgical industries, over-all industrial 
output has not been affected adversely to any great extent. 
This is due primarily to substantial advances by the build- 
ing material and food processing industries. The index of 
industrial production (compiled by the Association of 
Greek Industrialists) was 184 (1939 = 100) in Septem- 
ber 1955, compared with 179 in September 1954 and an 
annual average of 172 in 1954. Following negotiations 
between Greece and other GATT members, the Govern- 
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cece LL 


ment has undertaken to maintain at present levels, or to 
lower, customs duties on certain imports; in exchange, 
Greece obtained its trade partners’ acquiescence in higher 
duties on a number of articles, primarily textiles, the 
domestic production of which appears to have been hit 
by foreign competition. Although weather conditions have 
been adverse, agricultural production is expected to sur- 
pass that in 1954, mainly because of larger cotton and 
olive oil output. Substantial gains are also reported in 
livestock and dairy output in 1955. 

The price of the gold sovereign in Athens has been 
fluctuating between 302 and 310 drachmas in recent 
months. There has, however, been a tendency for the 
sovereign rate to increase in November; on November 21, 
it was quoted at 318 drachmas and the black market rate 
for the U.S. dollar note was 31.20 drachmas (a premium 
of 4 per cent). These quotations resulted in a price of 
US$10.20 per sovereign. The pound sterling note was 
quoted at 81 drachmas (a discount of 3.6 per cent), cor- 
responding to a dollar-sterling cross rate of 2.59. 
Sources: Oikonomikos Tahidromos and Najtemboriki, 


Athens, Greece, November 24, 1955 and earlier 
issues. 


West German Investment Abroad 


West German investment abroad in the first nine months 
of 1955 was DM 300 million, or 75 per cent of total invest- 
ment from 1952 to 1954. About 40 per cent of the 1955 
investment was made in the EPU area, 30 per cent in the 
payments agreement area, and 30 per cent in the dollar 
area. Of the investment in the EPU area, the sterling area 
countries accounted for 30 per cent; in the payments 
agreement area, more than half was in Brazil; and in the 
dollar area, about half was in Canada. Several large-scale 
projects for the iron and steel industry and other capital 
goods industries account for approximately 80 per cent of 
the total volume of investment. Since the war, Western 
Germany has invested approximately DM 700 million 
abroad, whereas foreign investment in Western Germany 
has been some DM 870 million, of which more than 70 
per cent has been from the EPU area and 26 per cent 
from the dollar area. 

Source: Handelsblatt, Diisseldorf, Germany, October 24, 
1955. 


Middle East 
Egyptian-East German Trade and Payments Agreements 


A one-year trade and payments agreement and a three- 
year trade agreement between Egypt and Eastern Germany 
were signed in Cairo on November 10, 1955. The one- 
year agreement is a continuation and modification of a 
similar agreement concluded in 1953. In the new agree- 
ment, fixed quotas for imports and exports are abol- 
ished and the debt limit is increased from LE 500,000 to 
LE 750,000. The new agreement also provides for the 


continuation of exchange of goods and services for six 
months after the termination of the agreement. 

The three-year trade agreement—the third of its kind 
that Egypt has recently concluded, the other two being 
with Czechoslovakia and Mainland China—provides that 
Eastern Germany will buy Egyptian commodities in a 
minimum amount of LE 3 million, increasable to LE 6 
million during 1956. Eastern Germany has undertaken 
to do its best to reach the maximum. Egypt's purchases 
from Eastern Germany will be a minimum of LE 3 million 
during 1956. The limits may be changed for subsequent 
years by a committee representing the two parties. East 
German imports from Egypt are expected to be about 80 
per cent raw cotton, 10 per cent textiles, and the remain- 
ing 10 per cent rice, vegetables, fruits, and other Egyptian 
products. Egypt can import any commodity it chooses 
from Eastern Germany, including prefabricated factories 
and heavy machinery. 

According to the Egyptian Minister of Trade, Eastern 
Germany undertook to foster economic cooperation be- 
tween the two countries. Eastern Germany is expected to 
send a mission of experts who will render technical as- 
sistance to Egypt, especially in the field of industrializa- 
tion. 


Source: Al Ahram, Cairo, Egypt, November 11, 1955. 
Exchange Rate Applicable fo Iranian Students 


Iran’s Minister of Education has stated in a press in- 
terview that Iranian students studying abroad, and who 
have been obtaining exchange at the rate of Rls 32 per 
U.S. dollar and Ris. 91 per pound sterling, will no longer 
receive exchange at such rates but will have to obtain 
their requirements at the commercial rate of Rls 76.5 per 
U.S. dollar. However, in order to alleviate any hardship 
to families and students, the Government will give a 
subsidy of 40 per cent to students on the American con- 
tinent and 50 per cent to students in Europe. Students on 
the American continent will be allowed to purchase $160 
per month at the rate of Rls 76.5 per dollar and will 
receive a subsidy of Rls 4,900 in local currency. Students 


in Europe will be allowed £35 and will receive a subsidy 
of Ris 3,800. 


The discrepancy between the permissible exchange pur- 
chases is explained by the fact that the cost of education 
in the United States is higher than in Europe. The bud- 
getary burden of the subsidy is estimated at around 
Ris 200 million per annum. 


Source: Keyhan, Teheran, Iran, November 19, 1955. 


Far East 
Indian Mineral Production in 1954 


Provisional statistics released by the Chief Inspector of 
Mines in India show that the aggregate value of mineral 
output at current prices increased from Rs 828 million 
in 1953 to Rs 830 million (US$174 million) in 1954. Coal 
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output rose to the record figure of 36.82 million tons 
in 1954, from 35.98 million tons in 1953, in spite of a 
reduction in average daily employment from 341,193 to 
339,905. Output of iron ore also reached a record figure, 
rising from 3.78 million tons in 1953 to 4.24 million tons 
in 1954. Despite the closure of two gold mines, gold 
production increased from 222,000 fine ounces in 1953 to 
over 239,000 fine ounces in 1954; output of copper ore 
increased from 238,000 tons to 342,000 tons. On the 
other hand, output of manganese ore declined from the 
1953 record figure of 1.86 million tons to 1.38 million 
tons in 1954, owing to a fall in overseas demand. Dressed 
mica produced at Indian mines amounted to 103,000 
cwt. in 1954, against 128,000 ewt. in 1953. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 1, 1955. 


Japanese Coinage and Paper Money 


A report that the Finance Ministry of Japan is consid- 
ering the replacement of some current paper money by 
100-yen silver coins has elicited protests from employees 
of the Government Printing Bureau and from dealers in 
a special type of tree, mitsumata, which is used for 
making the paper for banknotes. The number of 100-yen 
notes at present in circulation is about 584 million, and 
the average life of these notes is one year. The cost of 
producing a note is about ¥ 4.50. The cost of producing a 
silver coin is estimated at about ¥ 45 but, in view of their 
longer life, the manufacture of coins would be more 
economical. Plans under consideration for increasing the 
volume of unissued notes to be kept in stock are expected 
to maintain the volume of work in the Government 
Printing Bureau and the demand for mitsumata at the 
present level for at least ten years. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, October 29, 1955. 


Indonesian Export Premiums 


An official statement from the Indonesian Consulate 
General in New York has corrected an earlier report on 
the revision of Indonesia’s export duty policy which be- 
came effective on October 24 (see this News Survey, 
Vol. VIII, p. 146). The “additional” export duty or ex- 
port surtax has been abolished on all Indonesian exports. 
Copra and coffee will carry an ordinary export duty of 
3 per cent, and crude oil and crude oil products a duty of 
4 per cent. The export duty on tin will be 8 per cent plus 
Rp 3.50 per 100 kilograms. Rubber exports carry a duty 
which is determined each quarter, and for the last quarter 
of 1955 amounts to Rp 0.03 per kilogram. Palm oil, palm 
kernels, tobacco, pepper, and sugar have been freed from 
ordinary export duties. All the exports mentioned above, 
except palm oil, palm kernels, tobacco, and factory sugar, 
will continue to carry the usual statistical duty of 1 per 
cent. All other exports, including tea, spices other than 
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pepper, kapok, sisal, hides and skins, essential oils, gums 

and resins, rattan, and shells are also freed from export 

duties and, in addition, exporters of these commodities 

will receive a premium of 10 per cent. Exporters of 

pepper will receive a premium of 5 per cent. 

Source: Consulate General of Indonesia, New York, N. Y.., 
November 14, 1955. 


United States and Canada 
U.S. Credit Conditions 


During October and the first half of November, short- 
term interest rates in the United States continued to rise 
along with seasonally expanding demand for bank credit 
and a continuing firm credit policy of the Federal Reserve 
System. During this period, loans of weekly reporting 
member banks in leading cities rose by 34 per cent, or 
about $1.6 billion, which was nearly as much as in the 
preceding three months (see this News Survey, Vol. VIII, 
p. 129). For all member banks the loan expansion, par- 
tially offset by some selling of government securities, 
entailed an increase of about $150 million in required 
reserves; at the same time, there was a drain of about 
$500 million of currency into circulation. Most of these 
pressures on member bank reserve positions were met by 
an increase of $470 million in Federal Reserve Bank 
holdings of government securities and by a rise in net 
borrowings of member banks from about $400 million 
at the end of September to about $570 million in mid- 
November. During the third week of November, a sharp 
rise in float (mainly checks in process of collection) was 
accompanied by a reduction in net borrowings to about 
$200 million. 

The pressure on bank reserve positions was accom- 
panied by further increases in short-term interest rates. 
On October 14 the larger New York banks raised their 
rate on unsecured loans to top-ranking corporations from 
314 per cent to 3% per cent; in October and November, 
rates on 4-6 month prime commercial paper were twice 
raised by '& per cent, to the current level of 27 per cent. 
The yield on new 90-day Treasury bills also rose from 
about 244 per cent at the end of September to 2.45 per 
cent in the second half of November. Largely in recogni- 
tion of these market changes, the Federal Reserve Banks 
have raised their rediscount rates since November 17 
from 24% to 2% per cent. Commercial bank loans to 
security dealers have responded by a further rise, from 
3% to 3% per cent, and the U.S. Department of Agricul- 
ture has also announced an increase to 3 per cent on the 


rates allowed banks on their participation in crop-support 

loans. 

Sources: The Journal of Commerce, New York, N. Y., 
November 23, 1955; Board of Governors of the 
Federal Reserve System, weekly statements of 
condition of Federal Reserve Banks and report- 
ing member banks, Washington, D. C. 





Disposal of U.S. Farm Surpluses 


The United States and Brazil have signed an agreement 
providing for the sale of $41.1 million of surplus U.S. 
agricultural commodities for Brazilian cruzeiros. The 
agreement is the first one that does not require the buying 
country to maintain the value of its currency until the 
United States is able to utilize the proceeds. About three 
fourths of the foreign currency proceeds will be loaned 
back to Brazil for economic development purposes, on 
terms up to 40 years. Wheat and wheat flour account for 
almost 80-per cent of the commodities involved, with feed 
grains, tobacco, and lard accounting for the remainder. 

The Department of Agriculture also announced an 
agreement for the sale of $17 million of surplus commodi- 
ties to Israel for local currency. Included are $6 million 
worth of wheat, $3 million of feed grains, $2 million of 
cotton seed and soybean oil, $1.5 million of cotton; and 
$1 million of butter. 

Source: The Journal of Commerce, New York, N. Y., 
November 17, 1955. 


Financial Developments in Canada 


At the beginning of November, outstanding loans by 
the Canadian chartered banks stood at Can$4,690 million, 
an increase of more than Can$200 million over the 
previous month and of almost Can$600 million since May, 
when the trend toward an expansion of credit to the 
private sector first became apparent. Recently there have 
been signs of a general tightening of credit. Since mid- 
August, the expansion of loans has been accompanied by 
a sharp reduction—of almost $300 million—in bank 
holdings of government securities. Day-to-day loans by 
the chartered banks to security dealers have declined, 
with resulting stringency in the money market; and since 
the beginning of October, there has been a marked in- 
crease in Bank of Canada advances to the chartered banks. 
According to press reports, the Bank of Canada is now 
pursuing an increasingly restrictive credit policy. Since 
the beginning of August, Bank of Canada holdings of 
government securities have been more or less stable, some 
increase in Treasury bills and short-dated bonds being 
offset by reduced holdings of longer-dated issues. The 
bank rate, which was raised by one half per cent in 
August and by one quarter per cent in October (see this 
News Survey, Vol. VII, pp. 56 and 138), was increased 
again by one half per cent on November 18, and is now 
2% per cent. Earlier, the Bank of Canada had announced 
that advances to the chartered banks, hitherto made for 
30 days and repayable after 7 days, would henceforth 
be for 7 days only, with renewals subject to negotiation. 
At the same time it was emphasized that the published 
bank rate is a minimum rate for such advances. 

The effects of the tightening of credit have been re- 
flected in the movement of interest rates, especially the 
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rate on Treasury bills, which rose from 1.55 per cent 
at the beginning of August to 2.33 per cent on Novem- 
ber 18. As a result of these changes, the yield on Treasury 
bills is now almost as high in Canada as in the United 
States, whereas as recently as the beginning of October 
Canadian bill rates were as much as .36 per cent lower. 
Bond yields have reacted more slowly (except for the 
short-dated issues which have been affected by bank 
selling), the yield on a 13-year Government of Canada 
2%4 per cent bond having risen from 3.00 per cent to 
3.26 per cent since early August. This rate is now .46 
per cent above the yield on a comparable U.S. issue, in 
comparison with a spread of only .04 per cent in August, 
representing a partial return to a more usual relationship. 

Meanwhile the exchange rate for the Canadian dollar, 
which had fallen from US$1.015 in August to US$1.005 in 
mid-October (see this News, Survey, Vol. VIL, p, 138), 
fell below US$1.00 during the third week of November 
and closed at US$.9997 on November 28. The decline, 
which was accompanied during October by a reduction in 
the official holdings of gold and U.S. dollars of US$40 
million, is attributed to a deterioration in the current ac- 
count balance combined with a slackening in the capital 
inflow. Press commentators suggest that a further decline 
in the exchange rate may be expected in the near future 
as a result of seasonal weakness in trade and payments 
combined with heavy dividend remittances. On the other 
side, however, there have been reports that the decline 
in the exchange rate and the rise in Canadian interest 
rates are attracting Canadian borrowers back to the U.S. 
market. 


Sources: The Financial Post, Toronto, Canada, Novem- 
ber 19 and 26, 1955; The Wall Street Journal, 
New York, N. Y., November 29, 1955. 


Latin America 


Promotion and Diversification of Bolivian Exports 


The Bolivian Government issued a decree on Novem- 
ber 3, establishing a new system to promote exports of 
agricultural and forest products and to diversify produc- 
tion. The Office for Export Promotion (OFE), established 
on March 25, 1954 within the Central Bank, is henceforth 
to be known as the Office for the Promotion of Production 
for Export (OFPE) and will be placed with broader 
functions under the Ministry of National Economy. The 
new Office is to promote production and export of com- 
modities by providing incentives to producers; establish 
export quotas for various commodities after domestic 
demand has been satisfied; and fix official. export prices. 

The Director General of Industry and Commerce is to 
serve as president of the new Office; the Director of the 
Central Bank, representing the Monetary Department, is 
to serve as vice president; and representatives of the Gov- 
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ernment, agriculture, labor, industry, and commerce will 
constitute the governing board. 


OFPE will be authorized to buy various commodities 
at guaranteed minimum prices and sell them at public 
auction to the highest bidder. The guaranteed minimum 
prices, quality standards, and terms of delivery for each 
commodity, as well as commissions to middlemen, which 
are not to exceed | per cent of the established minimum 
prices, will be determined by the governing board. All 
guaranteed prices are subject to the approval of the 
Minister of Economy. Producers are authorized to sell 
their output freely to any private purchaser. 


OFPE nay authorize the export of any commodity pro- 
duced in Bolivia or in surplus supply, such as rubber, 
chestnuts, cocoa, quinine sulphate, spurge, castor oil, to- 
bacco, annatto, curcuma, coca, lumber, medicinal herbs, 
hides and skins of wild animals, and other commodities 
in a raw, processed, or finished state, with preference for 
finished products. It will also handle the export of non- 
metallic minerals not exported by the Mining Corporation 
or the Mining Bank, such as sodium carbonate, sodium 
chloride, etc. It will act on applications for export permits 
within 48 hours; exporters are required to surrender their 
foreign exchange proceeds to the Monetary Department 
of the Cental Bank by opening an irrevocable letter of 
credit for the amount of the export permit. 


Exporters will have the right to use 60 per cent of the 
foreign exchange proceeds from exports for imports of 
capital goods and heavy equipment, set forth in a list to 
be drawn up by the Ministry of National Economy. These 
imports are to be sold at free market prices. 


Of the imports to be financed by proceeds from exports 
of rubber, chestnuts, cocoa, and other products which 
the Ministry of National Economy may determine, at least 
20 per cent will be foodstuffs which are to be sold at 
official prices, and the percentage authorized for capital 
goods and heavy machinery imports will be reduced to 
40 per cent. 


Not more than 40 per cent of the proceeds from exports 
may be used to import general merchandise, the value of 
which will include freight, insurance, and other relevant 
foreign exchange expenditures. These imports also will 
be sold at free market prices. All imports authorized under 
the new system are to be free of surcharge on their c.i.f. 
values. 


An exporter who does not wish to make full use of his 
import right may request the Central Bank to sell at 
auction in the free market any unused portion. Exporters 
may transfer their import rights by direct negotiation to 
duly authorized merchants or industrialists. 


Investments, subsidies, losses on purchases and sales, 
commissions, freights, and other operating and adminis- 
trative costs authorized under the law which establishes 
the new Office are to be financed by the Ministry of Na- 
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tional Economy through a special account with the Cen- 


tral Bank. 


Source: Ministry of National Economy, Supreme Decree 
No. 04216, La Paz, Bolivia, November 3, 1955. 


Uruguay's Wool Exports and Exchange Rates 


By a decree issued on September 15, 1955, the Uru- 
guayan Government established a temporary premium on 
exports of wool and raised the exchange rates (in terms 
of pesos) applied to imports. A premium of Ur$0.21 per 
U.S. dollar, over and above the rates of Ur$1.519 per 
U.S. dollar for greasy wool and Ur$1.60 per dollar for 
scoured wool, is extended to wool exported in the re- 
mainder of 1955. The premium will be decreased to 
Ur$0.14 and Ur$0.07 per U.S. dollar for shipments made 
in the first and second quarters, respectively, of 1956. 
Hewever;. if world’ prices should ‘rise by more than 15 
per cent, the premiums would be subject to a downward 
revision. 

To finance the export bonus, the selling rate applied to 
“essential” imports was raised from Ur$1.90 to Ur$2.10 
per U.S. dollar, and the rate applied to other imports was 
raised from Ur$2.45 to Ur$2.80 per U.S. dollar. 

This exchange measure aims to stimulate wool exports, 
which have been lagging because of producers’ resistance 
to selling their stocks at prevailing prices. Uruguay’s 
wool exports during the season ended September 30, 1955 
totaled 128,948 bales of 460 kilos, compared with 156,853 
bales during the 1953-54 season and 260,194 bales in 
1952-53. Sales to the United Kingdom and the United 
States fell sharply in the season just ended, but those to 
the Netherlands increased substantially, displacing the 
United Kingdom as the largest market for Uruguayan 
wool. 

Sources: El Dia, Montevideo, Uruguay, September 16, 
1955; Bank of London & South America, Fort- 
nightly Review, London, England, October 29, 
1955. 


Other Countries 
Australian Overseas Trade 


As a result of a decline in the value of imports and a 
substantial increase in the value of exports, Australia’s 
overseas trade deficit in October was only £A 0.3 million, 
compared with a deficit of £A 21.2 million in September. 
Imports fell to £A 68.5 million, from £A 75.3 million in 
September, and exports rose to £A 68.2 million, from 
£A 54.1 million. 

During the first four months of the current financial 
year, Australia had an overseas trade deficit of £A 39.7 
million, compared with a deficit of £A 16.1 million in 
the corresponding period last year. Import restrictions 
imposed on April 1, 1955 are now showing their full 


effect on import figures, but the additional import cuts 





188 


imposed on October 1 have not yet had time to affect the 

volume of imports. 

Source: The Financial Times, London, England, Novem- 
ber 10, 1955. 


South Africa's Import Policy in 1956 


In an address to the Association of Chambers of Com- 
merce, the South African Minister of Economic Affairs 
gave some particulars regarding the import policy to be 
followed in 1956. The South African Government, ac- 
cording to this statement, expects further increases in 
earnings from gold and uranium in 1956. There is no 
certainty that earnings from exports of merchandise, and 
particularly agricultural produce, will be maintained as 
high as in the past year. Furthermore, it is not considered 
desirable to budget again—as was done in the import 
program for 1955—for a large draft on reserves. As far 
as manufacturing industries are concerned, the present 
policy will be continued, and no bona fide manufacturer 
need fear that he will not be able to obtain sufficient raw 
materials from imports, from local sources, or from whole- 
salers to enable him to produce and meet the full demand 
for his products. As a first step in this direction, prelim- 
inary or automatic quotas for raw materials, consumable 
stores, and maintenance spares are being prepared, and 
will be forwarded to importers at an early date. These 
quotas, with certain exceptions, will be set at 90 per cent 
of the total value of the 1955 permits issued to individual 
importers. No additional automatic quotas will be granted 
for raw materials, etc., but manufacturers will be invited 
to submit applications for their further requirements 
in the same way as was done this year. Merchants in 
these goods requiring further permits for stock will also 
be able to submit applications for extra allowances. Mer- 
chants should concentrate on their own stock require- 
ments, and should suggest to any customers who wish to 
place indent orders that they obtain their own quotas for 
this purpose. In regard to imports of steel mill products 
and timber, which were already treated liberally under 
the 1955 import policy, the Minister announced a further 
relaxation in 1956. This will be done by permitting im- 
porters to place orders for these commodities without re- 
striction, provided the orders are for their own stock. The 
liberal policy which has been applied for some time to 
industrial machinery will be continued. 

With regard to consumer goods, the Minister proposed 
that in 1956, as in 1955, preliminary quotas of 3314 per 
cent of the 1948 imports be allowed. It is hoped that here 
also the 1955 level of imports will be maintained in 1956 
(in 1955 a second quota of 20 per cent of the 1948 im- 
ports has been authorized in addition to the preliminary 
3314 per cent), but importers are warned not to make 
the mistake again of spending too great a proportion of 
their annual quotas in the early part of the year. The 
“restricted list” of imports will be substantially unaltered 
for the present. However, in 1956, importers of most of 
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the consumer goods on the restricted list will be permitted, 
within specified limits, to convert their general merchan- 
dise permits on a pound-for-pound basis into special per- 
mits valid for the importation of the scheduled goods 
(during 1955 this rate of “conversion” has been 2 to 1 
for the greater part of the year). This concession is a 
substantial relaxation of this particular form of restric- 
tion. The importation of juke boxes, coin-operated ma- 
chines, “pulp” magazines, and certain types of comic will 
continue to be totally prohibited. Preliminary quotas for 
automobiles will be issued at an early date; the Minister 
stated that he was able only to anticipate, but that he could 
not undertake, that total motor vehicle quotas for 1956 
would be maintained at the 1955 level. This question 
will be reviewed early next year, and it must be assumed 
that there will still be a scarcity of motor vehicles in the 
coming year. 


Source: Cape Times, Cape Town, Union of South Africa, 
October 18, 1955. 


South African Oil Production 


The first gasoline produced from coal is expected to be 
on sale at garages in South Africa before the end of 
November. This gasoline is produced by Sasol (South 
African Coal, Oil and Gas Corporation). Since the plant 
started production on August 13, stocks have been built 
up. The gasoline will be sold at ld. per gallon less than 
the price of imported brands. The estimated production 
of Sasol is 55-60 million imperial gallons of gasoline, 
or about one fifth of South Africa’s annual consumption. 
Moreover, Sasol is expected to produce 6.3 million gallons 
of diesel oil, 0.3. million gallons of liquified gasoline, 
2.75 million gallons of ethanol, 1.5 million gallons of 
propanol, 0.25 million gallons of methyl ethyl ketone, 
1.25 million gallons of aromatic solvents, and 1 million 
gallons of creosote. The development of Sasol was started 
five years ago. 

Source: The Journal of Commerce, New York, N. Y., 
November 15, 1955. 
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